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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’'m Deputy Director for the Department of Mines,
M neral s and Energy, and Chairnman of the Gas and G| Board.
Can you fol ks hear us?

(Audi ence indi cates yes.)

BENNY WAMPLER: Okay. Feel free to nove up if you

have difficulty hearing. 1I’11l ask the Board members to
i ntroduce thenselves, starting with M. Brent.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnmond, and | represent the Gas and G| Industry.
MAX LEW S: My name is Max Lewis and I'm from
Buchanan County. I’'m a public member.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney General and I'm here to advise the Board.

CLYDE KING M/ name is Clyde King. I’'m from

Abingdon. I'm a public member.

DENNI S GARBI S: My name is Dennis Garbis. I’'m from

Fairfax County. I’'m a public member.

BOB WLSON: Bob Wilson. I’'m acting Director of the

Division of Gas and O | and Princi pal Executive to the staff.

BENNY WAMPLER: Thank you very nuch. The first item

on today’s agenda, DMME staff, Jackie Davis is here to
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present information to the Board on the bids received in
response to request for a proposal to becone the escrow agent
for the Gas and G| Board. Jackie, I’1ll just ask you to
brief the Board on what the process has been and where we are
today, if you woul d, please.

JACKI E DAVI S: Good nor ni ng.

(Everyone indi cates good norning.)

JACKI E DAVI S: The escrow RFP was devel oped in

conjunction with the users, the Gas and O l...Division of Gas
and 0Oil, with technical advice from the Attorney General’s
office. The structure of the RFP was to insure that the
services that the Board...that the D vision of Gas and Q|
required to adm nister to the escrow account was properly
provided for. The RFP is published in the Virginia Business
Qpportunities, which is a publication that is electronic, and
as well as, publications are nmailed to prospective custoners
and was direct mailed to six different clients, banks in the
region as well as the Escrow Docunent Services for Lawyers in
Denver, Colorado which had called and nade a request. Two
responses were received on the RFP. One, fromFirst Virginia
Bank and one from First Uni on Bank.

The responses were eval uated by a team consi sting

of nyself, M. Tom Fulnmer, the fornmer DGO Division Director,
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the Physical Oficer for the Departnent, M. Frank Hanpton,
and M. Bob Gregory, who is the internal auditor for the
Department. Wth that teamdoing the initial review scoring
was conducted on the proposals and then the two prospective
respondees were brought in for an interview

In the interview process, several questions were
asked on how the service woul d devel op, their background,
their experience and the four original nenbers of the review
board, plus Sandra Riggs and Di ane Davis fromthe Division of
Gas and G| participated in the interview process. After the
i nterview process they were...the RFPs were again scored.
The major differences being in the initial scoring was the
cost issue. First Virginia, or First Union’s, scores were
hi gher in every category except cost across the board; and
then in the initial subsequent requests that we have for
services fromthe Board at the |ast neeting, we went back to
the two prospective respondees and asked that they clarify
their costs, which they have done, and | have included in the
package to the Board nenbers what the cost issues were for
provi ding the service and the conversion costs.

The First Virginia response included a caveat for
one year. At the end of the first year, they had requested

to renegoti ate.
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The First Union response was | ocked in for the five
year contract. The contract was proposed for three years and
two one year extensions for a total of five years.

Based on the follow up information that we
recei ved, the recommendation fromthe review group, of which
| amthe Chairman, was that First Union was the respondent
that we would recommend. The cost was well defined
t hroughout the period and the conversi on cost was | ower.
First Virginia’s were actually...the conversion costs came in
sonewhat hi gher than we had anti ci pat ed.

The RFP was prepared according to the Virginia
gui delines, which is a purchasing guideline, and we foll owed
all the rules and regul ati ons provided by the Commonwealt h.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

DENNI S GARBIS: M. Chairman, | have a few

questi ons.

BENNY WAMPLER: M. Gar bi s.

DENNI S GARBIS: It appears that if you were going to

|l ook at this froma five year standpoint and, I guess, I'm
understandi ng the fact that the anmounts will decline over a
period of tine?

BENNY WAMPLER: It’s anticipated the amount in
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escrow woul d decline over tine.

DENNIS GARBI S: Wl |, at any rate---.

BENNY WAMPLER: Based on current trends.

DENNI S GARBI S: ---there’s several different ways

to approach this and I...and I have to admit I'm biased to
Virginia...I’'d like to leave the money here in a Virginia
account, and I’1ll state that up front, but if you look at the
nunbers, | nean, i f First Union, if they’re $60,000 a year
for five years that’s $300,000; First Virginia $48,000,
that’s going to be $240,000 and then, of course, you have the
conversion costs. But in |ooking at the conversion costs, at
| east what First Union says, it says that it is $7,500, but

if addition tinme is required, then that could be an
additional $70 per hour, if I’'m looking at this correctly, on
the third page of the First Union hand out.

JACKI E DAVIS. Actually, the letter that we received

on Septenber the 24th from First Union, which is included in
your package in the first paragraph, states that even though
without seeing all the data, they’re confident that the

conversion will be perforned for $7,500 and that there woul d
be no other hourly charges associated with the process. In
the discussion that we had in the interviews, they felt very

comfortable. It’s in the copy of the letter that’s



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

associated wth the docunent that you received. The...First
Uni on was very confortable given their past history and the
fact that they are used to doing the three sub account, or
three account levels, that they felt that they could convert
costs...could convert the data w thout any additional cost
and that is included.

CLYDE KING |s there any guarantee that that

confidence will be true?

JACKIE DAVIS: I don’t think we can guarantee any

time, you know, w thout them seeing the data. They seemto
have a hi gh confidence |evel though, in their discussions
that they had with us.

DENNI S GARBI S: The other thing I’'m concerned about

is the fact that when we first started this out, and | know
there has been a | ot of refinenent and grow ng problens in
the progress of trying to get this to where we really need
it. As a wise person says, we had a problem and we didn’t
even know we had a problem. So, I'm concerned and I don’t
want to unfairly...because really, I don’t think anybody knew
what the problemwas and | understand the track record.

just don’t want to have it unfairly tainted that, you know,
FVB, couldn’t perform when, in fact, we didn’t know what the

expectations were at the tine. So, | just want to nmake sure
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we'’ re comparing apples and apples. It is easy for the
guy...the new guy to cone in there and say well, | can do
this, that and the other when, in fact, you know. ..the
nineties talk is cheap, the supply is nuch greater than the
demand. So, I do have some concerns. I don’t know
about ... mybe sone of the other nenbers of the Board

coul d---.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Boar d?

CLYDE KING M. Chairnman, | have---.

BENNY WAMPLER: M. Ki ng.

CLYDE KING: Is First Union’s Employee Shareholders

Services, this is...these people are out of Phil adel phi a?

JACKI E DAVIS: The chief adm nistrator of the asset

account is located in Philadel phia and they have a corporate
Vice President in the Roanoke office that actually had net
with us and presented the information, who woul d be our
primary contact.

CLYDE KING So, it will be handl ed out of Roanoke,

or out of Phil adel phi a?

JACKI E DAVI S: The asset managenent itself is in

Phi | adel phia. Qur first line of contact would be through

Roanoke and to Phil adel phia as well. The assets are handl ed
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out of Phil adel phi a.

CLYDE KING | have anot her question

BENNY WAMPLER M. Ki ng.

CLYDE KING Wat is the tine line...are we under a

must situation for the tine to be done fairly quickly.

JACKI E DAVIS: The current holder, which is First

Virginia, contract has been extended until the |ast of
Decenber .

BENNY WAMPLER: We’ve extended it twice earlier, I

t hi nk.

JACKI E DAVI S: That’s correct. W have the ability

through the State Procurement Laws when we’re in these kind
of negotiations to have sone flexibility and extend the tine
line and it has been extended until the 31st of Decenber
until we can nake a deci sion.

CLYDE KING So, the actual take over would be

January 1st?

JACKI E DAVI S: That’s correct.

BENNY WAMPLER: Are there any ot her questions?

SANDRA RIGGS: | would i ke to point out that we
need some overlap time if we’re going to...if there is a

change, that you can’t just drop it and start a new account

the next day. You’ve got to have overlap to afford time for
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a transition and that’s one of the reasons the contract was
extended is, to allow a two nonth or so transition tinme to
get the account information forwarded if there were a change,
because it’s going to take some doing, I would say, to that.

JACKI E DAVI S: That’s correct.

SANDRA RI GGS: So, you need to sort of keep that in

m nd, too.

DENNI S GARBI S: On page three (3) it gives...under

the First Union proposal, it gives the nunber of costs. |Is
there a conparabl e cost such as that for First Virginia? 1S
there a page like that?

JACKIE DAVIS: In...yes, in discussion with First

Uni on through the review process, we did have sone questions
about the conver...the inclusive account that they had
required and the weekly file transm ssion, investnent of
funds. They had sone questions and they clarified that by
giving the mninumaccount fee. And then the discussion with
Don Balanoff (spelling) who’s the principal who had signed
the proposal that those fees would not apply. Only this

$60, 000 per year m ninmum fee woul d apply and they had
actual ly wai ved out sonme of those costs.

BENNY WAMPLER: I believe the...I'm sorry. I

beli eve the question, though, was is there a conparabl e sheet

10
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for First Virginia?

DENNI S GARBI S: Correct.

JACKIE DAVIS: No. The First Virginia does not add

any inclusive fees on their account other than the $48, 000
that they had targeted for us.

DENNI S GARBI'S: So, in other words, where it has

here weekly file transm ssion, $25 per, on all other
successi ve ones, there would be no conparabl e charge from
First Virginia?

JACKI E DAVI S: That’s correct.

DENNI' S GARBI S: The other thing that sonmewhat

concerns ne is again was...what | alluded to in the begi nning
was, if the anmount is declining, would it not nmake sense to
be able to negotiate at the end of each cal endar year the
amount...I mean, suppose it goes down below, you know, I'm
not sure how far it can go down, but suppose it went down
bel ow where there was a reasonable...| nean, it may be
costly. We could be in a deficit situation because we’re

| ocked in at $60,000 a year and all of a sudden, the incone
isn’t generated sufficient to cover because there aren’t that
anount of noney in the escrow account to begin with. | nean,
could that be a problem? I don’t know. Maybe...Mr.

Chai rman, nmaybe you have a better feel for the direction this

11
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is heading? TI...I just don’t know.

BENNY WAMPLER: You know, the account...the account

constantly has money going in to it. We’ve had agreenents
where we have approved di sbursenents. Mre and nore peopl e
were finding out that provisions do allow themto cone
together to an agreenent, cone to the Board and seek

di sbursenent of the funds, which one would think you woul d
have nore of that activity occurring in the future, which
could lead to a declining balance. 1It’s a...but, I guess,
what...just specific question goes to the contract itself
and, Jackie, you mght want to address that as you do have a
decl i ni ng bal ance.

JACKI E DAVI S: They al so have the ability to

increase the fees instead of just decrease the fees with a
declining balance. One of the reasons they...according to ny
di scussion with M. Ditz with the negotiation, was that they
wanted to be able to renegotiate with the possibility of the
fees going up as well.

DENNI S GARBI S: Sur e.

JACKI E DAVI S: And I think that’s...that was what

was i ndi cat ed.

CLYDE KI NG Does...excuse ne. Does it nean a wire

transfer of each is a $35 charge?

12
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JACKIE DAVIS: If the...in the discussion that we

had in the interviews, if a request cones in specifically for
awre transfer, there is a fee associated with that.

SANDRA RI GGS; But that woul d be deducted off the

nmoni es goi ng out, not off of the general fund. |In other
words, if the attorney...the way we’ve disbursed in the past,
once we enter a Board order authorizing disbursenent, the
attorney representing the applicants has a sent a letter in
wth wire transfer instructions and if they choose that

nmet hod of di sbursenent, then they are thereby authorizing the
cost of that disbursenent to be deducted because they want

i mredi ate funds on that instead of a check.

CLYDE KI NG: We’ve seen some pretty small

di sbursenents in the past. | wonder, is there a mninmum..is
there...is this fee applicable, even if the di sbursenent was
very smal |

SANDRA RI GGS: The di sbursenent woul d be check

unl ess the person getting the noney specifically chose to
have the funds wire transferred to them They would have to
request a wire transfer and provide wire transfer
instructions and authorize the paynent of the fee.

JACKI E DAVI S: That’s correct.

SANDRA RI GGS: And that’s...that’s up to the person

13
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drawi ng their noney out whether they want it by wre.

CLYDE KI NG: So, there’s no fee if you don’t wire

transfer?

JACKI E DAVI S: That’s correct.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further you

think you need to clarify?

JACKIE DAVIS: I don’t think so.

DENNI' S GARBI S: Excuse ne. One nore question

BENNY WAMPLER: Yes, sir.

DENNI S GARBI S: Has there been any scrutiny of the

track record of First Union versus First Virginia as far as
their ability to nanage the funds and get a high rate of
return?

JACKIE DAVIS: The initial information that they

provided to us was I nvestnent and Security Evergreen Funds,
whi ch they indicated was, you know, 4 to 5% range in their
di scussion wth us.

DENNI' S GARBI' S: | nean, obviously that could nmake a

di fference because...you know, they...even if sonebody is
charging nore, if they have an ability to get a high rate of

return, that may nore than conpensate for the fact that they

14
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may, or may not, be as efficient as we’d like. I don’t...I
mean, that...that mght be a pretty strong consideration in
how we deci de.

SANDRA RI GGS: There are statutory limtations on

the types of funds they can investnent in.

DENNI S GARBI S: Yeah.

SANDRA RI GGS: And they’re pretty...pretty limited

in what they can put the money in because they’re treated as
if they’re government funds and under the statute, that’s the
nost conservative...conservative investnent policy you can
use.

DENNI S GARBI S: Okay. I guess that wouldn’t apply

then, would it?
(No audi bl e response.)

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: |s there anyone here today that

wi shes to address the Board in this matter?

MARK SWARTZ: Mark Swartz. |If | could just take one

m nute of your tinme. W have a fair anount of experience
with the current escrow agent. M clients...|l know ny
clients are in favor of a change and a basic...and | am

personally as well. The basic reasons are our experience has

15
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been that we do not get tinely, pronpt responses, and by we,
I'm including the Board, or at least Mr. Wampler and Sandy
and nme. Because...so, the turn around tine in terns of
asking a question and getting sone kind of a response...

mean, at one point, | believe M. Wanpler was contacting the
President of the bank to try and get somebody’s attention and
I'm not sure that it really improved dramatically after that
either. But, I mean, that’s...that’s a problem So, the
turn around tine on responses have been a problem

Secondly, the quality of the information that we
get when we do get it has been a problem The bal ances are
not anything approximately current in time. And, so you’re
al ways dealing with sone really distant nunber. You know,
you woul d think you could get a nonthly or even, you know,
what’s the balance of this account today. But my experience
has been that we have been conpletely unable to do that.

And then third thing, which also goes to the
accounting, is when money comes out, the interest doesn’t
conme with it. You know, it takes nultiple requests to try to
get it straightened out. | nean, | think sone of the
interest is almost a year now and still hasn’t been paid.

I'm not...I’m not sure that you always get what you

pay for. GCkay, | nean, there are instances when you clearly

16
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do not, but ny suspicion here is that the difference in fees
may be attributable to the other people actually intending to
put the tinme and effort into the project to give you the kind
of output that you deserve and want. So, ny concern is the
quality of the service we have endured in the past and forget
about what instructions we gave themin the beginning.

That’s not what I'm talking about. 1I’m just talki ng about
legitimate requests to provide us with information that they
should have based on their original charge. That’s what I'm
talking about. I feel like...they’ve demonstrated that
there’s been a problem. So, I understand the personnel is
essential 1y the same that we’re dealing with. I think that
you mght want to really seriously consider maki ng a change
and | speak for Buchanan Production and Pocahontas Gas and
myself, personally, because I’'ve had a fair amount of contact
with themas well.

BENNY WAMPLER: Thank you very nuch. Any others

that wi sh to address the Board?
(No audi bl e response.)

BENNY WAMPLER: Any further discussion, Board

Menber s?
(No audi bl e response.)

BENNY WAMPLER: Do you have a staff reconmendation

17
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on First Union based on of the interviews and the pricing and
t he proposal that has been nade? 1|s there a notion?

MASON BRENT: M. Chairman, | nove that we change

our agent to First Union. I’m...I'm sympathetic with wanting
to deal with the |ocal hometown or state bank, but this is
Not our money we’re dealing and our responsibility goes far
beyond our own checki ng account here. |t has been
denonstrated to ne that First Union would be in a better
position to handle this account than has First Virginia. So,
l...1 nove that we go with their recomrendati on and switch
the account to First Union.

BENNY WAMPLER: | have a notion for First Union. s

there a second?

DENNI S GARBIS: M. Chairman, could |...before

we...can | just ask a question about that?

BENNY WAMPLER: Yes. Yes, sir.

DENNI S GARBIS: My gut feeling is, | agree. Can

we...what is the tinme range on this? | nean, can we sonehow
limit it to make sure that if this guy doesn’t perform, that
we can...l mean, I don’t want to lock ourselves into five (5)
years or---7?

JACKIE DAVIS: No. W have the ability through the

normal eval uation process. W have a contract adm ni strator

18
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that is appointed in witing wwth certain duties associ ated
with this contract. They continually eval uate performance.
| f performance is a problem we work through the Attorney
General’s Office and provide a cure letter. 1If they don’t
provide that cure within thirty (30) days, then we do have
the ability to default.

CLYDE KING At a cost...at not cost?

JACKIE DAVIS: It’s no cost to the Commonwealth.

It's a performance---.

DENNI S GARBI S: But, | nean, basically the contract

is structured for how nmany years with the---?

JACKIE DAVIS: It has three (3) years---.

BENNY WAMPLER: Three (3) years...tw (2)---.

JACKIE DAVIS. ---with two (2) one year extensions.

DENNI S GARBI S: | see.

CLYDE KING M. Chairman, | reluctantly seconded

the motion. I hope we’re right.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: Motion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All if favor, signify by saying yes.

19
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(Al nmenbers signify yes.)
BENNY WAMPLER: (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: We have a unani nous approval. Thank

you. Thank you, M. Davis.

The next itemon the agenda, the Board w |
consider a petition from Pocahontas Gas Partnership for
pool i ng of a coal bed net hane unit under the Cakwood Coal bed
Met hane Gas Field | Order identified as L-42, docket nunber
VGOB- 99- 10/ 19-0751. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chai rman, we have, | think, nine (9) itens on the docket
today. They are all OGakwood I, 80 acre units. Pocahontas
Gas Partnership is the applicant in all instances. There is
one well in each unit. Each of the wells is in the...is in
the drilling window. So, we’ve got a pretty straight forward
docket today. The...what | wold propose...|l would like to
consolidate as many of these cases that I could since they’re
essentially very, very simlar. | think, though, that we
have sone fol ks here on two of the applications.

BENNY WAMPLER: Ckay.

20
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MARK SWARTZ: And | think the people who are here

are nostly likely interested in S-52 and S-53, and | woul d
suggest or propose that maybe we should call...if we could
call those two first since we have respondents here and
address those together so that we can address their concerns;
and then | have one that | would like to continue which is

R- 52 and then combine the balance of them once we’re done
wth S52 and S-53. If that...that would be ny proposal, if
t hat nakes sense to you all, to efficiently address the
concerns of the people that are here today and then
efficiently use your tine.

CLYDE KING Defer 527

BENNY WAMPLER: All right. You’re going to...your

request is to...strike the docket I just called for the tine
being. The...you’ve requested to continue docket number
VGEOB- 99- 10/ 19- 0756, R-52?

MARK SWARTZ: Correct. Correct.

BENNY WAMPLER: Any opposition to that?

(No audi bl e response.)

BENNY WAMPLER: Hearing none, that’s continued until

next nmonth. And then your other proposal is to call S-52 and
S-53?
MARK SWARTZ: Yes. First.

21



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BENNY WAMPLER: All right. First. Hearing no

objection to that, the Gas and G| Board will consider a
petition from Pocahontas Gas Partnership for pooling of a
coal bed nethane unit identified as S 52 and S-53. These are
docket s nunber VGAEOB-99-10/19-0757 and docket nunber VGOB- 99-
10/ 19-0758. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Just so that everyone is clear on

this, let me read the respondents. There aren’t that many in
the two units. So, the fol ks know who...who is at stake
her e.

BENNY WAMPLER: Ckay.

MARK SWARTZ: In S-52, the people that we noticed as

respondents are Wanda Reedy, Fred Mcd othlin, Herbert
Anderson and Jewell Ridge Coal. In S-53, we noticed as
respondents Fred Mcd ot hlin, Wanda Reedy, G eta Wosl ey,
Johnny Woosl ey, G nger Mustard, Herbert Anderson, CB M ning,
Jewel| Ri dge Coal Corporation and any and all unknown owners
and/or claimants in Tract 1M

BENNY WAMPLER: Now, if there are parties here in

t he audi ence that want to cone forward and address the Board
inthis matter, you feel free to nove up here to the table,

pl ease, at this tine.
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(No one cones forward.)

BENNY WAMPLER: The record will show there are

not...are none. You may proceed.
(Les Arrington hands out exhibits.)

MARK SWARTZ: Ckay. You need to swear M.

Arrington.

(Les Arrington is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Do you want to state your nane for the
record?

A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q And did you participate in drafting the

noti ces of hearing, application and related exhibits for
Units S-52 and S-53?
Yes, | did.

And, in fact, you signed the notices and the
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applications with regard to both of these units?

A Yes, | did.

Q Who is the applicant?

A Pocahont as Gas.

Q And is Pocahontas Gas Partnership a Virginia

General Partnership?

A Yes, it

Q Are the two partners Appal achi an Operators,

I nc. and Appal achi an Met
A No.

is.

hane, Inc.?

Q I'm sorry. Who are the two partners in

Pocahont as Gas Part nershi p?

A. Conoco
Q Ckay.

and Consolidation Coal Conpany.

Wo is that you are requesting be

appoi nted by the Board as the designated operator?

A Pocahont as Gas.

Q Par t ner shi p?

A Yes.

Q Ckay. |s Pocahontas Gas Partnership

aut hori zed to do business in Virginia?

A Yes, they are.

Q Has...has that partnership registered with

t he Departnent of M nes,

M neral s and Energy?
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A Yes, it has.

Q And does that partnership have a bl anket
bond on file as is required by | aw?

A Yes, it does.

Q Okay. Now, in...with regard to these two
units, have you listed the respondents that you’re seeking to
pool in the notice and again in Exhibits B-3?

A Yes, | have.

Q Ckay. And in Exhibit B-3, have you set
forth the acreage in the units and in the...and the
percentage of interest in each unit?

Yes, | have.

Ckay. And the packet that you have passed
out to the Board today has a revised Exhibit B-3, does it
not ?

A It does.

Q And that’s item number four in both of the

exhi bit packets that you passed out this norning?

A Yes, it does.
Q And what was the change?
A The change in that was we...we had a Herbert

Anderson listed originally and that tract has since...our

title work further updated that to show it as Fred
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Mcd ot hlin, who was al so noti ced.
Q Okay. So, it’s a change of a tract to

soneone that you had already noticed?

A That’s correct.
Q kay. Is that the only difference in the B-
3s---7
Yes.

---that we submtted today conpared to what
was filed?
A Yes, it is.

BENNY WAMPLER: Just one second. That was changed

to Fred and Dorothy Mcd othlin?
A Yes.
BENNY WAMPLER: Okay.

Q And the revised tract | D nunbers, would that
reflect the sanme change?

A It does.

Q Ckay. And revised Exhibit E, would that
also be limited to the one change that you’ve just described?

A Yes, it does. Yes.

Q Ckay. D d you publish with regard...publish
a notice with regard to both units S-52 and S-53?

A Yes, we did. They were published in the

26



1 Bluefield Daily Tel

2 Q And did you nmail...did you nail notice...do
3 you want to check the publication?

4 A Yeah, | believe that was Septenber, |

5 believe. I'm sorry.

6 Q So, when was it published?

7 A Sept enber the 30t h.

8 Q O 19997

9 A Yes.

10 Q Ckay. And what did you publish?

11 A The notice of hearing.

12 Q And in what paper?

13 A The Bluefield Daily Tel egraph.

14 Q And then was...were...did you nail the

15 notice of hearing and application to the respondents?

16 A W did. W miled by certified nail on

17 Septenber the 30th, 1999.

18 Q And attached to the exhibits that you have
19 provided the Board, there are copies of the...there is a

20 certification of notice which |ists the dates on which the
21 itens were nmailed, and then the status as received, and gives
22 the dates, and then shows the green...copies of the green
23 card that you received back, correct?

24
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egraph on August the 28th, 1999.
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A Yes. But I...the publication and notice

dates on the sheet that we passed out is incorrect.

Q On the sumary sheet ?

A On the summary sheet.

Q Ckay.

A The date we mail ed those out was Septenber

the 17th. I'm sorry.
Q kay. So, the return receipts Exhibit Two

t hat you passed out today, and the certification lists

September 17th as all the mailings, and that’s the correct
dat e?

A It is.

Q Ckay. And with regard to the publication
there is in the exhibits you passed out today are certificate

of publication fromthe newspaper and that reflects the

correct date as well?

A It does.

Q Okay. And that’s true for both S-52 and S-
53?

A Correct.

Q Ckay. Wth regard to standing, if you would
turn and let’s start with S-52. Let’s look at Exhibit A,

page two. \What anount of the coal interests have you | eased
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or do you own in Unit S-52?

A 80...coal interest 100%

Q kay. Wth regard to the oil and gas clains
to coal bed nethane in S-52, what percentage of those
i nterests have you | eased or do you own?

A 85. 65%

Q What is...what’s the interest, the nature of
the interest that you’re seeking to pool in S-52 and the
percentage of that interest?

A It’s oil and gas, coalbed methane interest
of the o0il and gas owners and it’s 14.35%.

Q Ckay. Wth regard to S-53, lets | ook at
Exhibit A page two. How nuch of the coal interest or clains
to coal bed net hane have you | eased or do you own?

A We’ve leased 100% of the coal.

Q And what is the percentage of the oil and
gas that you’ve leased?

A 5. 3875%

Q And what is the interest you’re seeking to
pool and the percentage of that interest?

A 94.6125%

Q O the oil and gas clains to coal bed

met hane?
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A That’s correct.

Q Ckay. Wth regard to lease terns that you
have offered the fol ks who, in both of these units that
you’ve been able to lease from, generally speaking, what have
t hose ternms been?

A A dol l ar per acre per year for a coal bed
met hane | ease, five (5) year term with a one-eighth royalty.

Q And the dollar an acre rental, delay rental
woul d cease on commencenent of production, correct?

A It does.

Q Are all of these...are both of these units

80 acre OCakwood | units?

A Yes, they are.

Q Both are proposed to have one well in the
unit?

A Yes.

Q And in both instances, the |ocation of that
well is projected to be within the drilling w ndows?

A Yes, it is.

Q And are you seeking to pool and devel op all

seens fromthe Tiller on down?
Yes, we are.

Q Have you attached your estinmate of costs
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with regard to both of these units?
A Yes, | have.
Q What’s the estimated costs to drill and

equip the well for S-52?

A $229, 085. 50.

Q And what’s the estimate with regard to S-53?
A $239, 791. 80.

Q And is it your opinion that both of those

estimates are reasonable estimates for the cost to drill
frac and equip these two wells?

A Yes, it is.

Q Now, in the revised Exhibit B-3, have you
set forth the acreage of the unit with regard to each

respondent ?

A Yes, we did.

Q And that’s under the column net areas in the
unit?

A That’s correct.

Q And then there’s an interest in unit?

A Correct.

Q And woul d that percentage listed in the
colum interest in unit be the percentage that soneone would

use to calculate their participation interest?
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Yes, it woul d.
O carried interest?

Yes.

o > O »F

And it’s going to be the percentage that you
all use to calculate royalty, correct?
Yes, it is.

Q s it your opinion that the devel opnent plan
shown with regard to S-52 and S-53 on the plat is a
reasonabl e plan to devel op the coal bed net hane under these
two units?

A Yes, it is.

Q And is it further your opinion that the
approval of this develop...these devel opnent plans for both
S-52 and S-53 will contribute to the production of
correlative by giving all owners in both of these units their
fair share of the royalties attributable to the production
fromits units?

A Yes, it is.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Board? M. Garbis?
DENNI S GARBIS: M. Chairman, | noticed that in S-53

that there was 94.61250% that i s not | eased. s there
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1 any...I mean, that’s above the average. Is there a
particular reason for that? Did | mss sonething?

LESLIE K. ARRINGITON: If you’ll notice on Exhibit B-

A WwDN

3, there’s an interest on there shown as CB Mining/Jewell

5 Ridge Coal Conmpany. W have been continuously negotiating

6 with them to purchase that interest of which I believe we’re
7 going to. We’re going to get that interest.

8 DENNI S GARBI S: What percentage do they own?

9 LESLI E K. ARRI NGTON: They have approxi mately 20% of

10 it. That’s actually the surface |ocation of S-53.
11 Q Have you offered | eases or tried to obtain

12 | eases fromthe other oil and gas owners as well?

13 A Yes, we have.

14 Q Ckay. And have been unsuccessful ?

15 A That’s correct.

16 Q So, essentially what we have here is a

17 situation, you’ve got the coal interest in the CBMa 100%
18 | eased and only have a small portion of the oil and gas
19 | eased?

20 A That’s correct.

21 BENNY WAMPLER. O her questions from nenbers of the

22 Board? Did that answer your question?

23 DENNI S GARBI S: Yes, that’s satisfactory.

24
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MAX LEW S: Have you all done everything you could
totry to obtain these | eases?

LESLIE K ARRINGION: I'm sorry?

MAX LEW S: Have you done everything that you could
totry to obtain these | eases?

LESLI E K. ARRI NGTON: Lease...| eases have been

offered to each individual. W have been in contact with the
i ndi vi dual s.

BENNY WAMPLER: No permt has been issued to date on

t hese two?

MARK SWARTZ: Correct.

LESLI E K. ARRINGTON: No. S-52 and 53---.

BENNY WAMPLER: Ri ght .

LESLI E K. ARRI NGTON: Was just issued...what was

that? Thursday, | think. | believe.

BENNY WAMPLER. Ckay. So, the permt has been

i ssued.

LESLI E K. ARRI NGTON: Yes, it has.

BENNY WAMPLER: I didn’t bring a copy of that

information with ne. Do you have anything further, M.
Swart z?
MARK SWARTZ: No.

CLYDE KING | nove we approve, M. Chairnman.
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MASON BRENT: Second.

BENNY WAMPLER: Motion to approve and second. Any

further discussion?

MAX LEWS: I’d like to say one thing. As long as
I’'ve been on this Board, I’ve never seen a percentage like
this unl eased.

MARK SWARTZ: Well, bear in mnd what this shows is

we'’ve leased over 50% of this unit. I mean, your...you know,
we have to enter in the 200% of the acreage anbunt in a unit
to lease it and we’ve leased a 100% of the coal and some of
the oil and gas. So, | nean, we have | eased half of what we
would normally...if we had a voluntary unit, we’ve leased
hal f of what we would need a |lease for a voluntary unit. So,
the statute also, | would observe, has a requirenent on
conventional oil and gas that you have 25%of the interest in
the unit | eased. On coal bed nethane, there is no

requi renent. But we have arguably 50% of this unit...well,
50% pl us, | eased dependi ng on how (i naudible). And I
understand where you’re coming from, but, you know, I would
observe that, you know, we have to lease both sides and we’ve
| eased one side.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes but one.)
BENNY WAMPLER. (Opposed, say no.

(Max Lewi s signifies no.)

BENNY WAMPLER: We have one opposed. Now, | believe

your request was to consolidate two (2) through six (6) on
our agenda then. Is that correct? I’'m just talking about
i tem nunbers now.

MARK SWARTZ: | woul d need to borrow your agenda.

BENNY WAMPLER: You had. ..you had item nunber el even

(11) on there and I didn’t...Q-50. I didn’t know if you had
one that included or not.

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER:  You do?

LESLI E K. ARRI NGTON: W have Q 50.

BENNY WAMPLER: I understand. I’'m asking if you

want to consolidate that as well.

MARK SWARTZ: Yeah, include that. Yes. So,

basically we will be talking about itens two (2) through---.

BENNY WAMPLER: Two (2) through six (6) and el even

(11).
MARK SWARTZ: Correct. Correct.

BENNY WAMPLER: Ckay. The Board will now consider a
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petition from Pocahontas Gas Partnership for pooling of a
coal bed nethane unit under the OGakwood Coal bed Met hane Gas
Field | Oder, identified as L-42, docket nunber VGOB-99-

10/ 19-0751; L-43, docket nunber VGOB-99-10/19-0752; N-43,
docket number VGOB-99-10/19-0753; N-44, docket nunber VGOB-
99-10/19-0754; R-50, docket nunber VGOB-99-10/19-0755; and Q
50, docket nunber VGOB-99-10/19-0760. We’d ask the parties
that wish to address the Board in this matter to cone forward
at this tinme, please, with these matters.

MARK SWARTZ: Mark Swartz and Les Arrington again.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

(Leslie K. Arrington hands out exhibits.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Okay. Mr. Arrington, I’ll remind you that
you’re still under oath.
A Yes.

Q Who are you enpl oyed by?
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A Consol as a permt specialist.

Q Did you prepare or cause to be prepared the
noti ces, applications and exhibits wth regard to these
pool i ng applications?

A Yes, | have.

Q And you, in fact, signed the notices and the

applications wwth regard to all of these units?

A Yes, | have.

Q Ckay. Wio is the applicant in each of these
units?

A Pocahontas Gas Part nershi p.

Q And who are the partners in Pocahontas Gas?

A Conoco, Inc. and Consolidation Coal Conpany.

Q | s Pocahontas Gas Partnership a Virginia
Ceneral Partnership?

A Yes, it is.

Q And is it authorized to do business in the

Commonweal t h?

A Yes, it is.

Q Has it registered with the DVE?

A Yes, it has.

Q And does it have a bl anket bond on file with

regard to reclamati on and ot her obligations?
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A Yes, it does.

Q Have you listed with regard to each of these
applications that we’re talking about now the respondents or
the folks that you’re seeking to pool in both the notice and
Exhibit B-3 to the applications?

A Yes, we have.

Q Now, with regard to the exhibits you passed
out today, in Exhibit L-42, there are no revised substantive
exhibits, correct?

A That’s correct.

Q Wth regard to L-43, though, there is a
revised Exhibit B-3, E and the tract ID exhibit? Wth regard
L-43, what has changed?

A Yes. You’ll noticed on Exhibit B-3, there
was a change to the Robert Wite tract. Oiginally, we did
not have the heirs of that tract and we have now |isted the
two individuals on that interest.

Q So, between the tinme that the pooling
application was filed and today’s hearing you’ve identified
the heirs?

Yes, we have.
Q And have |isted thenf

A. Yes, we have.
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Q Ckay. Any ot her change?

A No.

Q And that change then would be reflected on
Exhibit E and the tract |D?

A That’s correct.

Q Ckay. Turning to Exhibit N43, no
substantive changes in those exhibits?

A No.

Q Wth regard to Exhibits pertaining

application N-44, any substantive changes?

A No. . . no.

Q R-50, it looks |ike there were.

A There was. The change that was nade on that
one was to include...wait just a minute. I’'1l1l have to get an

exact nanme. A...I'm going to try to name it. It was Tract
1-A it was a Church Trustees of a Non-Sectarian Unorganized

Hol i ness People to include that interest.

Q Okay. So, that’s the only addition?

A Yes, it is.

Q Ckay. And how was that originally noticed?
A You nean as in publication?

Q Ri ght .

A I’11 have to look and see how that...the
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trustees of the Non-Sectarian Unorgani zed Hol i ness Peopl e.
Q Ckay. So, the publication did have that

except the name wasn’t quite right?

A It wasn’t. That’s correct.

Q kay. Wth regard to the R-52---.

A We’ve continued...we’ve continued that.
Q ---we’ve continued that. And Q-50, there

are no substantive changes?

A That’s correct.

Q Ckay. |If you would refer to the affidavit
of due diligence and the return receipts, in these several

applications, when was the date that the mailing was done?

A The mailing was done on Septenber the 17th,
1999 by certified nail, return receipt requested.
Q And that...would that have been true for

each of the consolidated applications?

A Yes, it is.

Q Ckay. And then if you would | ook at one
of...for any of the certificates of publication that you
recei ved. \What newspaper were each of these notices
publ i shed i n?

A The Bluefield Daily Tel egraph on Septenber
t he 30th, 1999.
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Q And...and there is a proof of publication
and proof of mailing in each of these packets of exhibits
that you’ve passed out today?

A Yes, it is.

Q And when you did the nmailing, was it by

certified mail return receipt requested?

A Yes, it was.

Q And the return receipts are also included?
A Yes, it is.

Q Let’s go through these...these units and

| ook at standing issues. Exhibits...specifically Exhibit A,
page two. Let’s start with L-42. I’11 just show you mine.
If you’ll look at Exhibit A, page two. could you tell the
Board what interest you have | eased or own and what interest
is outstanding that needs to be pool ed?

A Yes. We | eased 100% of the coal owners
coal bed nethane interest, and 99.77825% of the oil and gas
owners coal bed nethane interest. W/’re seeking to pool

0.22175% of the oil and gas interest.

Q And that’s with regard---7?

A Coal bed net hane.

Q And that’s with regard to L-427
A Yes, it is.
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Q Ckay. Wth regard to L-43, again, with
reference to Exhibit A page two. Could you describe to the
Board what interest you’ve acquired and what is outstanding
t hat needs to be pool ed?

A Yes, we’ve 100% of the coal owners coalbed
met hane interest and 99. 0625% of the oil and gas coal bed
methane interest and we’re seeking to pool 0.9375% of the oil
and gas interest.

Q Wth regard to N-43, again, referring to
Exhibit A page two, tell the Board what the | eased interests
are and what the outstanding interest that needs to be pool ed
iS.

A Yes, 100% of the coal owners coal bed net hane
interest and we’ve leased 99.87135% of the oil and gas
owners. We’re seeking to pool 0.12865% of the oil and gas
owner s.

Q Wth reference to N-44, Exhibit A page two,
what is the...what are the interests or the extent of the
interest that you’ve obtained leases for?

A In N-44, we’ve leased 100% of the coal
owners coal bed net hane and 99. 96405% of the oil and gas
owners; and we’re seeking to pool 0.03595% of the oil and gas

i nterest.
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Q And lastly, with regard to Unit R 50, again
referring to Exhibit A page two, what have you | eased and

what are you seeking to pool ?

A 100% of the coal owners coal bed net hane
interest---.

Q | s | eased?

A ---1s | eased and 98.53125% of the oil and

gas interest is leased and we’re seeking to pool 1.46875% of
the oil and gas owners interest.
Q And is there one well proposed for each of

t hese units?

A Yes, it is.

Q Is the well in each instance within the 300
foot offset or within the drilling unit?

A Yes, it is.

Q With regard to these units, and we’ll start

with L-42, could you tell us what the drilled cost and/or
estimated cost is?

BENNY WAMPLER: Let ne stop you just one second, if

we can. Did you get @50, or did you intend to | eave that
out with your A page two?

MARK SWARTZ: | left it out by accident. Thank you.

Q Wth regard to @50, A page two, again,
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what is it...what are the extent of the interest you’ve
acquired by | ease?

A 100% of the coal owners coal bed net hane
interest and 97.2375% of the oil and gas owners coal bed
methane interest is leased; and we’re seeking to pool 2.7625%
of the oil and gas interest.

MASON BRENT: |Is the permt date on that one

correct, a year ago?

LESLI E K. ARRI NGTON: Q507

MASON BRENT: Uh- huh.

LESLIE K ARRINGTON: It is. That is correct.

Q Ckay. Wth regard to the...either cost of
the drilling or the proposed cost with regard to these units
concerning L-42, what was the cost?

A The costs for that...estimated costs for

that well is $218, 717.

Q And the depth of that well?
A 1,475 feet.
Q Wth regard...and that is a well that has

been drilled? Do you know?
A I’'m not sure that it has been drilled.
Q Ckay. The permt was issued in August of

this year?
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Yes.

And what’s the permit number?

4312.

Wth regard to L-43, is there a permt?

There is a permt, but this well is

presently being nodified.

Q So, it has not been drilled as of yet?

A No, it has not.

Q The permt that was originally issued was
42847

A Yes.

Q And what was the proposed depth?

A 1777. The estimated cost of $230, 134. 20.

Q What’s the situation with regard to N-43?

A N- 43 is constructed. We’re...we’re in this
area right now constructing and drilling. So, it’s an

ongoi ng operation in this area.

Q

was i ssued is?

o > O »

Ckay. And the permt nunber for N-43 that

4309.
The proposed dept h?
2,371,

And the estinmted costs?
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A $258, 073. 20.

Q N- 44, there’s a permit that’s been issued?
A Yes, it is.

Q And what’s the number?

A 4289, estimated depth is 2,332 feet,

estimated costs is $253, 144. 70.

Q Wth regard to R 50, do you have a permt
for that?

A No, we do not.

Q The estinmated or proposed depth of that well

t hough w Il be?

A 2,466 and the estimated cost of $253, 859.

Q And then skipping down to the last item Q
50, do you have a permt for that well?

A Yes. 4002, estimated depth of 2...well,
this one is actually drilled, 2,076 feet...2,076.20 feet and
estimated costs of $246, 807. 41.

Q And the @50 well has actually been drilled?
A It has.
Q Ckay. The costs that you have reported as

estimated costs for these...for these wells, is it your
opi nion that those represent the reasonable costs to drill

fracture and conplete these wells?

47



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A Yes, it is.
Q Now, each of these units...we’ve talked
about the fact that they have one well in the drilling

w ndow. These are each proposed to be GCakwood | units?

A Yes, they are.

Q And you’re proposing to pool and produce
fromseans fromthe Tiller on down?

A Yes, we are.

Q And on Exhibit Three with regard..B-3..with

regard to each of these units, you have reported the acreage

in the unit for each respondent?

A W have.

Q And the percentage of interest in the unit?

A Yes, we have.

Q And those percentages of interest represent
the percentage that will be used by an applicant...by a
respondent who wanted to participate or be carried, correct?

A That’s correct.

Q And al so woul d represent the royalty
interest for production comng out of these units?

A Yes, it woul d.

Q In each of these units, it looks like you’ve

| eased 99 plus...either a 100% or 90 plus percent of the two
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conpeting interests, correct?

A That’s correct.

Q What have been the leased terns typically
that you’ve offered?

A A dol | ar per acre per year for coal bed

met hane | ease, a one-eighth royalty with a five (5) year

term

Q And the rental would seize when production
comences?

A Yes, it does.

Q Are you reconmendi ng those terns to the

Board to utilized in any order that m ght be entered on the
deened to have | eased question?

A Yes, we are.

Q Is it your opinion that the devel opnent
pl ans di scl osed by each of these applications and the plats
that are next to the applications are reasonable plans to
devel op the coal bed nethane in and under these units?

A Yes, it is.

Q And woul d, in fact, would be your opinion
that the plans as disclosed by these applications and the
pl ats attached thereto would actually contribute to the

protection of correlative rights by giving each owner or
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claimant their fair share of the production out of each of
t hese units?

A Yes, it woul d.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

DENNI S GARBI S: Mr. Chairman, I’'d like to make a

nmotion that we approve those that have been requested.

BENNY WAMPLER. Motion to approve.

MAX LEWS: | second.

BENNY WAMPLER. Seconded. Any further discussions?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

MARK SWARTZ: Thank you very nuch

(Board nenbers confer anong thensel ves.)
(El'i zabeth Mcd anahan hands out exhibits.)

BENNY WAMPLER: Okay. Sorry. I’'m cleaning up a few

t hi ngs.
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ELI ZABETH McCLANAHAN: No, that’s fine.

BENNY WAMPLER: The next itemon the agenda is a

petition from Cabot Ol and Gas Corporation for an
establishment of a provisional drilling unit and pooling of
interest in a 112.69 acre tract conventional gas well CGOC
#40, docket nunber VGOB-99-10/19-0759. We’d ask the parties
that wish to address the Board to conme forward this tine.

ELI ZABETH McCLANAHAN: Mr. Chairman, I’m Elizabeth

Mcd anahan with Penn, Stuart & Eskridge and we represent
Cabot O | and Gas Corporation. The gentlenmen with nme here at
the table will be testifying in the case. Do you want to
have them sworn in at this tinme?

BENNY WAMPLER: Have them sworn in, please.

(Everyone is duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

ELI ZABETH McCLANAHAN: Al'l right. This particular

provisional unit for COGC 40 is actually a unit for pooling
conventional gas underlying this particular unit in Tazewell.
We’ve previously filed the due diligence affidavit and
copies of the certified mail/return receipts and the hearing
notice and the proof of publication for that.

Cabot is actually the owner of 97.98% of the right
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to develop the oil and gas underlying this particular unit as
you can see from Exhibit C. There’s 2.2 acre tract which
conprises State Route 612 and that runs through the proposed
COGC 40 unit. If you’ll look at Exhibit B to the
application, you’ll see that road. That’s the only unleased
acreage that’s in this entire COGC 40 unit. Cabot has
actually attenpted to | ease fromthe Commonweal t h of
Virginia, but received a letter fromJanes Cine, who is the
Assi stant State Mintenance Engi neer, indicating that the
Commonweal th woul d prefer that we use the force pooling
mechani sm

Cabot’s testimony will demonstrate that
Consol i dation Coal Conpany is actually the coal owner/
operator on 97.98% of the acreage where the unit is and
Consol has executed a letter of consent to the COGC 40
| ocation. Cabot would |like the authority to produce one
conventional gas well within this unit on statew de spacing
that’s pursuant to 45.1-361.17. The permt application for
the COGC 40 well was filed on Cctober 12th, 1999 with the gas
and oil inspector’s office. We’re requesting that this be a
provisional unit in order that we can drill enough wells to
determ ne what is appropriate spacing in the entire field and

so we would ask that the unit be depicted as shown on Exhi bit
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B of the application, which is again consistent with the
statew de spacing rules and that we pool the interest of the
parties that are listed on Exhibit C of the application.

| would like to call as our first witness Jeffery

L. Keim

JEFFERY L. KEI M

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MS. McCLANAHAN

Q Jeff, would you pl ease state your full nane
and address?

A Yes. Jeffery L. Keim 108 Round Tabl e
Drive, McMiurray, Pennsylvani a.

Q Coul d you please identify the exhibit that’s
mar ked as Exhibit One in the booklet that we submtted to the
Boar d?

A Yes, that’s a resume which I prepared for
you.

Q And does this resune reflect your
educati onal background and work experience?

A. Yes, it does.
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Q Have you previously qualified as an expert
before the Gas and G| Board?
A Yes, | have.

ELI ZABETH McCLANAHAN: M. Chairman, | would nove

the introduction of Exhibit One and submit M. Keimas an
expert W tness.

BENNY WAMPLER: It’s accepted without objection.

Q M. Keim has Cabot given notice as required
by Section 45.1-361.19 to every person or entity that’s

identified on Exhibit C of the unit and pooling application?

A Yes, we have.

Q Wul d you please identify Exhibit Two?

A It is the notice of hearing for the COGC 40.
Q And what is...was this exhibit marked

as...was this exhibit nailed along with a copy of the
application and exhibits to the parties that are listed on
Exhibit C of the application?

A Yes...yes, it was.

ELI ZABETH McCLANAHAN: M. Chairman, | would nove

the introduction of Exhibit Two.

BENNY WAMPLER: It’s accepted.

Q And by what nethod did you mail this

particul ar exhibit?
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A By U S. Miil, certified/return receipt
request ed.

Q Ckay. And have those return recei pts been
previously submtted to the Board?

A Yes, they have.

Q And were there any persons whose nane and/ or
addresses were unknown who had an interest in the COGC 40
uni t acreage?

A No.

Q Did you al so publish a notice of hearing in

the Bluefield Daily Tel egraph paper?

A Yes, we did.

Q And do you renenber the date that that was
publ i shed?

A | do not exactly. Gve ne a second and

can tell you.
(Wtness reviews his notes.)
A | believe that was Septenber the 23rd, 1999.
Q Ckay. And was a copy of this proof of

publication previously submtted to the Board as well?

A. Yes.
Q And is the information that was |isted on
Exhibit C, D and F still correct as subnmtted with the
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appl i cation?

A We had to revise Exhibit Cto reflect the
non-participating oil and gas royalty ownership of the Phipps
brothers, Basil and Dale. Initially, we indicated only gas
ownership and it’s actually...they actually own oil and gas,

a non-participating (inaudible). So, we did revise Exhibit
C.

Q And is that the only revision that was nmade
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to Exhibit C, D and F?
A. Yes.
ELI ZABETH McCLANAHAN: M. Chairman, | would nove

the introduction of Exhibit Three.

BENNY WAMPLER: It’s accepted.

Q Are Consol idation Coal Conpany and the
Commonweal th of Virginia the coal owners underlying the
proposed unit?

A Yes, they’re the only coal owners.

Q And di d Consolidation Coal Conpany consent
to the location of the COGC 40 wel | ?

A Yes, they did, by letter.

Q Has a well work permt been filed for the
COGC 40 wel I ?

A Yes, it was filed on Cctober 12th.
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Q Ckay. Does the plat that’s attached to the
unit and pooling application indicate the acreage and the
shape of the acreage that you wish to be enbraced with in the

COGC 40 unit?

A Yes, it does.
Q Does the plat submtted with the application
al so indicate the area where the well is proposed to be

drilled pursuant to the permt application that you filed on
Cct ober 12t h?

A Yes, it...yes, it does. Uh-huh

Q And does the proposed drilling unit enbrace
two or nore separately owned tracts, or are there separately
owned interests in all or part of any such drilling unit, and
t hose having interest have not agreed to pool their
i nterests?

Yes.
Q And what percentage of the oil and gas

within the unit is owed by Cabot?

o°

A Roughly 98%, or I’d say exactly 97.98

Q And what percentage of the oil and gas
underlying the unit is not owned by Cabot?

A 2. 02%

Q And who is the owner of that particul ar
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unl eased acreage?
A Commonweal t h of Virginia.
Q Did you...did Cabot contact the Comonweal t h

of Virginia?

A Yes, we did.

Q Did you offer the Commonwealth of Virginia a
| ease?

A Yes. W nmmde...we actually offered a couple
of different options. In our letter dated Septenber 13th, we

offered the option to |l ease the oil and gas interest to us at
dollar an acre bonus, dollar an acre del ayed rental, one-
eighths royalty and two dollars per acre shut-in royalties;
or to enter into a voluntary agreenent to share in the
operation of the well including sharing the costs...a
reasonabl e cost of drilling the well and the devel opnent,
i ncluding a nonthly operating overhead; or to participate in
the drilling of the wells as a non-participating operator on
a carried basis with back-ins after...various payouts
scenarios consistent with the Commonwealth’s options.

Q Ckay. Were you able to obtain a | ease from
t he Commonweal th of Virginia?

A W were not.

Q Are you requesting that the Board establish
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t he proposed COGC 40 unit as a provisional unit and pool
those parties listed on Exhibit C?
A Yes.

ELI ZABETH M CLANAHAN: M. Chairman, those are all

of the questions | have for M. Keim

BENNY WAMPLER: Any questions from Menbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

ELI ZABETH McCLANAHAN: Ckay. | would like to call

M chael Pryor.
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M CHAEL S. PRYOR, SR

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MS. McCLANAHAN

Q M. Pryor, will you please state your ful
name and address?

A M chael S. Pryor, Sr., Post Ofice Box 2134,
Abi ngdon, Virginia.

Q M. Pryor, would you please identify the
exhibit that’s marked as Exhibit Four in the booklet that
we'’ve submitted to the Board today?

A That’s my resume.

Q And does this resune reflect your
educati onal background and work experience?

A Yes, it does.

Q And have you previously qualified as an
expert before this Gas and O | Board?

A Yes, | have.

ELI ZABETH M CLANAHAN: M. Chairman, | woul d nove

the introduction of Exhibit Four and submt M. Pryor as an
expert W tness.

BENNY WAMPLER: It’s accepted.
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Q M. Pryor, in your experience of obtaining
| eases in Southwestern Virginia, are you famliar with the
fair market value for oil and gas leases in the unit area
t hat has been proposed for COGC 407?

A. Yes, | am

Q Appr oxi mat el y how many acres have you | eased

i n Sout hwestern Virginia?

A Several thousand.

Q I n your opinion, what are the fair narket
value terns for an oil and gas lease in this area?

A A dol I ar bonus, dollar delay rental, one-
eighth royalty and two dollar per acre shut-in royalty.

Q And what is the usual primry ternf

A One (1) to five (5) years.

ELI ZABETH McCLANAHAN: M. Chai rman, those are all

of the questions | have for M. Pryor.

BENNY WAMPLER: Any questions from Menbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

ELI ZABETH McCLANAHAN: All right. M. Chairman, |

would like to call Andrew |l ezzi.

ANDREW M CHAEL | EZZI: lezzi.
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ELI ZABETH McCLANAHAN: Okay. Forgive me.

even pronounce my own witnesses’ name.

ANDREW M CHAEL | EZZ]

I can’t

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MS. McCLANAHAN

Q Why don’t you please pronounce and tell us

your full nane?

A. Andrew M chael lezzi.

Q M. lezzi, could you please identify Exhibit

Five, please?

A That is ny resune.

Q And does this reflect your educationa

background and work experience?
A Yes, it does.

ELI ZABETH McCLANAHAN: M. Chai rman, |

woul d nove

the introduction of Exhibit Five and al so submt M. |ezzi
an expert w tness.

BENNY WAMPLER: It’s accepted.

Q M. lezzi, is the COGC 40 unit a drilling
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unit for the production of conventional gas?
A Yes.
Q And what is the target formation from which

you intend to produce?

A The Berea formation.

Q Coul d you pl ease describe the formation for
t he Board?

A The Berea formation is a | ower M ssissippian

age sandstone, which directly overlies the Devoni an age
bedford shells, consists nostly of portside sand that was
deposited in a shall ow sea setting as a mddle to upper shore
face sandshelf. It...in this particular area of Tazewell
County, it can be between 40 and 45 feet thick and devel oped
primarily porosity in a Northeast/ Sout hwest direction.

Q What are the estimated anount of recoverable
reserves wthin the proposed unit?

A 540, 000, 000 cubic feet.

Q And what is the estinmated average production
over the life of the COGC 40 wel | ?

A 30 MCF a day.

Q What consi derations have determ ned the
characteristics of the proposed COGC 40 unit operations’s

pl an?
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A The characteristics of the proposed
provisional drilling unit are dictated by the statutes which
state where no field rules are in place, a unit should be
established as a circle wth a radius of 1,250 feet around
the well for the exploration and devel opnent of gas.

Q Coul d you identify Exhibit Six that we’ve
submtted to the Board?

A Exhibit Six is the current geol ogic
interpretation that Cabot has of the Berea porosity trend in
the area that conmes in Tazewel| County.

Q D d you supervise the preparation of this
exhi bit?

A Yes, | did.

ELI ZABETH McCLANAHAN: M. Chairman, | woul d nove

the introduction of Exhibit Six.

BENNY WAMPLER: It’s accepted.

Q Coul d you pl ease describe for the Board
Cabot’s proposed plan of development in the Tazewell County
area?

A Since 1996, Cabot has drilled a nunber of
wells in this porosity trend that you see depicted on the
map, nostly in and around the...the known production fromthe

Berea formation as well as in close proximty to the existing
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pi pel i nes.
Q Are the wells that you’ve previously drilled
shown on this exhibit with COGC and then a nunber after thenf

A. Yes.
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Q Ckay. Does Cabot possess the geol ogical and
wel|l data to determ ne the exact drai nage patterns and
appropriate unit sizes for this particul ar area?

A No, we do not.

Q And is that why Cabot is proposing a
provisional unit for this well?

A Yes, it is. Yes, it is.

Q Do you plan to drill and propose additiona
wells and provisional units for this particular area?

A Yes, we do.

Q Are the costs and expenses for the COGC 40
well set forth on the authority for expenditure or AFE

attached to the unit and pooling application as Exhibit G?

A Yes, they are.
Q And does this exhibit reflect the costs of
drilling the well to total depth and conpleted for production

costs?
Yes, it is.

Q And are you requesting that Cabot be
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desi gnated as the well operator authorized to operate this
particular unit?
A Yes.

ELI ZABETH M CLANAHAN: M. Chairman, those are al

of the questions that | have for M. lezzi.

BENNY WAMPLER: Thank you very much. Wen do you

anticipate that you have enough saturation of wells in the
area to nove froma provisional unit to estinmate your
spaci ng?

A l...1 would probably say in the nei ghborhood
of about a dozen nore wells where we can fully devel op the
actual porosity trend. As you can see, we’ve pretty much
devel oped in two small pods here and the extension of which
of these pods in either direction still needs to be
del i neated so that we can fully understand the drainage
patterns of each well.

BENNY WAMPLER. Wbul d you antici pate that that would

cover the entire area that you have outlined here?
A It would probably cover the area in
bet ween- - -.

BENNY WAMPLER: | n bet ween.

A ---the two pods.
BENNY WAMPLER: Ckay. O her questions from nenbers
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MAX LEWS: Have you all drilled any wells to the

Devoni an shel | ?

dept h.

A. To the Devoni an shell ?
MAX LEW S: Yeah.

A We’ve drilled, I believe, one well to that

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

ELI ZABETH McCLANAHAN: No, sir.

CLYDE KING | nove we accept, M. Chairnan.

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: It is unani nous approval. Thanks.

ELI ZABETH McCLANAHAN:. Thanks very nuch.

M CHAEL S. PRYOR, SR : Thank you.
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ANDREW M CHAEL | EZZI: Thank you.

JEFFERY L. KEIM Thank you.

BENNY WAMPLER: Take a five (5) m nute break?

(Menbers indicate yes.)

BENNY WAMPLER: We’1l1 take five (5) minute break and

then we’ll bring Equitable Production to the table.
(Of record.)
BENNY WAMPLER: M. Kiser, did you indicate you have

the last three (3) itens on the agenda?
JIMKISER Sir?

BENNY WAMPLER: Do you have the last three (3) itens

on the agenda?
JIMKISER  Yes, and | need to make an announcenent
about a couple of them | guess.

BENNY WAMPLER: All right. Do you want to go ahead

and do that before we call then?

JIMKISER Yes, we would like to...we have both a
| ocati on exception or variance and a force pooling on the
same conventional well, V-4337. The docket nunbers
apparently were sought, really, in the opposite order of what
we need to do. We’d like to switch those two around and have
the Board hear the request for a variance first and then do

the force pooling; and then the last itemon the agenda is a
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location exception for Columbia Natural Resources, we’d

request that that be continued until next month’s docket in
that they have not had time to submt their permt to the DGO
as of yet.

BENNY WAMPLER: Ckay. So, docket nunber VGOB-99-

10/ 19- 0763 is requested to be continued? That’s CNR-21615

wel | ?

JIM KI SER: Correct.

BENNY WAMPLER: Proposed well. Any objection?

(No audi bl e response.)

BENNY WAMPLER: Hearing none, it’s continued until
next month. All right. So, we’re going to...we’'re going to
call ---?

JIMKISER: I’'d like to call item number thirteen
(13) and then item nunber twelve (12).

BENNY WAMPLER: Thirteen (13) first. GCkay. The

Board will consider a petition from Equitable Production
Conpany for a well |ocation exception for proposed well V-
4337. This is docket nunber VGOB-99-10/19-0762. We’d ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

JIMKISER M. Chairman and Menbers of the Board,

Ji m Ki ser on behal f of Equitable Production Conpany. CQur
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witnesses in this mtter will be M. Don Hall and M. Mark
Puskar. We’d ask that they be sworn at this time.
(Wtnesses are duly sworn.)
JIMKI SER: We’1l begin our testimony with Mr. Hall
and | believe you all have an exhibit that he has submtted

that he’ll use during his testimony.

DON C. HALL

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you would, state your nane for
t he Board, who you are enployed by and in what capacity?

A My nane is Don C Hall. |'menployed by
Equi t abl e Producti on Conpany as District Landnman.

Q And your qualifications as a expert wtness
in land matters have been previously accepted...has been
previously accepted by the Board on many occasi ons?

A Yes.

Q And do your responsibilities wth Equitable
i nclude the I and involved here and in the surroundi ng area?

A Yes, they do.
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Q Are you famliar with the application that
was filed seeking a | ocation exception for well V-4337 and
the relief requested?

A Yes, | am

Q And was a permt applied for this well on
Oct ober 5th, 19997

A Yes, it was.

Q And have all interested parties been
notified as required by Section 4B of the Virginia Gas and
O | Board Regul ations?

A They have.

Q Does Equitable...now, we’re seeking a
| ocation exception fromthree (3) reciprocal wells. Does
Equi tabl e have the right to operate all of those wells?

A Yes. All three (3) of those wells are
Equi tabl e wel | s.

Q Now, in conjunction with your exhibit, could
you pl ease explain for the Board both the coal considerations
and correlative rights issues that are paranount to the need
for a location exception?

A As you can see fromthe exhibit, the subject
well 4337 is highlighted in red, the three (3) reciproca

wells are highlighted in yellow, those being the wells that

71



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

we'’re...would be too closely...and the blue circle that you
see is the legal location area that...to have a | ega
| ocation fromthese wells, that would be where we woul d have
to place the location. Penn Virginia, and their |essee
G eater Wse, are mining in that area. So, we are unable at
this time to get a | ocation approved by the coal conpanies
over in that particular area where the |egal |ocation would
be. In addition, as you can see fromthe | ocation of the
subject well 4337, if we put it there, there’s an area that
we Wil include in the unit that, should it be put at the
| egal location, would be omtted fromany unit, and this
woul d establish...wuld naxi mze the recovery fromthat
particular area. The area that’s highlighted in green would
be if we had a |l egal |ocation that would be precluded from
any unit.

Q So, to sumup our reasons in seeking this
variance are both coal considerations and protection of

correlative rights and that we do not want to | eave a---?

A Yes.
Q ---unconpensat ed, undrai ned area?
A Yes, we want to maximize the area that we’re

drai ning there.

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

MARTI N P. PUSKAR

havi ng been duly sworn, was exam ned and testified as
fol | ows:

QUESTI ONS BY MR KI SER

Q M. Puskar, could you please state your nane
for the Board, who you are enployed by and in what capacity?

A My name 1is Martin P. Puskar. I’m employed
by Equitabl e Production Conpany, Eastern Region and | am a
Seni or Petrol eum Engi neer.

Q Now, you have, on several occasions in the
| ast four (4) or five (5) years, testified before the
Virginia Gas and Q| Board as a expert in operationa
matters?

A Yes, | have.

Q But since it has been so |long, could you
pl ease summari ze both your educational and work experience

for the Board?
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A I’'ve got a Bachelor of Science Degree in
Petrol eum and Natural Gas Engi neering fromthe Pennsyl vani a
State University. I’ve been employed in the industry for
over nineteen (19) years with seventeen (17) years being with
Equitable and the | ast twelve (12) years being primarily here
in Virginia. M duties basically evolve around the drilling
and production and conpl etion operations of both conventi onal
wel I s and coal bed net hane wel | s.

JIMKI SER: At this time, Mr. Chairman, we’d move
that M. Puskar and his qualifications be accepted as an
expert witness in the area of operations and production?

BENNY WAMPLER: He’s accepted.

Q Now, are you famliar with the application

that we file for the location exception for well nunber V-

43377

A Yes, | am

Q In the event a |ocation exception is not
granted, would you project the estinmated reserves...|loss of
reserves resulting in waste?

A W estimate approxi mately 650, 000, 000 cubic
feet of gas.
Q And what is the total depth of the proposed

wel | under the plan of devel opnent?
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A 4,950 feet.

Q WIIl this be sufficient to penetrate and
test the conmmon sources as supplied in the subject fornmations
as naned in the well permt package?

A Yes.

Q And is Equitable Production Conpany
requesting that this |ocation exception cover conventiona
gas reserves to include the designated formations from
surface to total depth drilled?

Yes, we do.

Q And M. Puskar, in your professiona
opinion, will the granting of this |ocation exception be in
the best interest of preventing waste, protecting correlative
rights, and maxi m zing the recovery of the gas reserves
underlyi ng V-4337?

A Yes, it will.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be
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approved as subm tted.

CLYDE KING | nove that we approve, M. Chairnman.

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Equitable
Production Conpany for pooling of a conventional gas unit
identified as V-4337, docket nunber VGOB-99-10/19-0761. We’d
ask the parties that wish to address the Board in this matter
to conme forward at this tine.

JIMKISER M. Chairman and Menbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter...wtnesses in this matter will be M.
Dennis Baker and Martin Puskar. We’d ask that Mr. Baker be
sworn at this tine.

(Wtness is duly sworn.)

BENNY WAMPLER: The record will show there are no
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others. You may proceed.

DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, would you state your nane for the
Board, who you're enployed by and in what capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Producti on Conpany as Seni or Landman.

Q And do your responsibilities include the

| and i nvol ved here and in the surroundi ng area?

A Yes, they do.
Q And are you famliar with Equitable's
application for the establishnent of a drilling unit and

seeking a pooling order for Equitable Production well nunber
V- 4337, dated Septenber 15th, 1999?

A Yes, | am

Q Does Equitable own drilling rights in the
unit invol ved?

A. Yes.
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Q Does the proposed unit as depicted in the
Exhibit A to the application the plat include all acreage
within the 1,250 foot radius of the proposed well ?

A Yes, it does.

Q Now, prior to filing your application, were
efforts nmade to contact each of the respondent in an attenpt
made to work out an agreenent regardi ng the devel opnent of
the unit?

A Yes.

Q And what is the interest of Equitable under
| ease within the unit at this tine?

A The interest |leased to Equitable at this
time is 93.80%

Q And are you famliar with the ownership of
drilling rights of parties other than Equitable underlying
this unit?

A Yes, | am

Q And what is the percentage that remains
unl eased at this tinme?

A The unl eased percentage of the unit is
6. 20%

Q Now, subsequent to the filing of the

application, have you continued to attenpt to reach an
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agreenent with the unl eased respondents listed in Exhibit B
to the application?

A Yes.

Q And as a result of these efforts, have you

been successful in obtaining any additional |eases?

A No, we have not.

Q Ckay. And are unl eased parties set out in
Exhi bit B?

A Yes.

BENNY WAMPLER: I n Exhibit B, did you just round the

two zeros?
A. Yes. Yes, we sure did.

BENNY WAMPLER. Ckay. Al right.

Q Were reasonable and diligent efforts nmade
and sources checked to identify and | ocate any unknown heirs
to include primary sources such as deed records, probate
records, assessors’ records, treasury’s records and secondary
sources such as tel ephone directories, city directories,
famly and friends?

A Yes.

Q I n your professional opinion, M. Barker
was due diligence exercised to |ocate each of the respondents

nanes in Exhibit B?
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A Yes.

Q And are the addresses set out in Exhibit B
to the application the [ast known addresses for the
respondent s?

A Yes.

Q And are you requesting this Board to force

pool all unleased interest as listed in Exhibit B?

A Yes, we are.

Q And are you famliar with the fair market
of drilling rights in the unit here and in the surroundi ng
area?

Yes, | am

Q Coul d you advise the Board as the what those
are?

A A $5 per acre consideration, for a five (5)

year term and one-eighth of eight-eighth royalty.

Q Did you gain this famliarity by acquiring
oil and gas | eases and other agreenents involving the
transfer of drilling rights in the unit involved here and in
t he surroundi ng area?

A Yes.

Q And in your professional opinion, do the

ternms you have testified to represent the fair nmarket val ue
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of, and the fair and reasonabl e conpensation to be paid for,

drilling rights within this unit?
A Yes.
Q Now, as to the respondents |isted in Exhibit

B who you were not able to obtain a voluntary | ease from who
remai n unl eased, do you...is it your testinony that they be
allowed the follow ng options with respect to their ownership
interest wwthin the unit: One, participation; tw, a cash
bonus of $5 per net mineral acre plus a one-eighth of eight-
eights royalty; or three, in lieu of such cash bonus, a one-
eighth of eight-eighths royalty share in the operation of the
well on a carried basis as a carried operator on the
follow ng conditions: Such carried operator shall be entitled
to the share of production fromthe tracts pooled accruing to
his interest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal - (A) three percent of the
share of such costs applicable to the interest of a carried
operator of a |leased tract or portion thereof; or (B) two
percent of the share of such costs applicable to the interest
of the carried operator of an unleased tract or portion

t her eof ?
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A Yes, these are the correct options.
Q Do you recommend that any order provide that
el ections by respondent be in witing and sent to the

applicant at Equitabl e Production Conpany---?

A Yes.

Q ---P. O Box 1983, Kingsport, Tennessee?
A Yes.

Q And should this be the address for all

comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten elections is properly nmade by a respondent,
then such respondent shall be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d any unl eased respondent be given
thirty (30) days fromthe date of the execution of the order
to file witten el ections?

A Yes.

Q I f an unl eased party elects to participate,
shoul d they be given forty-five (45) days to pay for their

proportionate share of well costs?
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A Yes.

Q Does the applicant expect that party
el ecting to participate to pay in advance that share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a hundred
and twenty (120) days followi ng the recordati on date of the
Board order, and thereafter annually on that date, until
production is achieved to pay or tender any cash bonus
becom ng due under the order?

A Yes.

Q Do you recommend the order provide that if a
respondent elects to participate, but fails to pay the their
proportionate share of well costs satisfactory to the
applicant for paynent of said costs, then their election to
partici pant should be treated as havi ng been w t hdrawn and
voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of any well costs, any cash sum
becom ng payable be paid within sixty (60) days after the

| ast date on which respondent coul d have been paid or nmade
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satisfactory arrangenents for the paynent of the those
participating well costs?

A Yes.

Q kay. In this particular unit, we do have
some unknown parties. So, do you request that the Board
create an escrow account for the respondent’s benefit until
t he noney can be paid to the party or that party can be
| ocat ed?

A Yes.

Q And who shoul d be naned t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

JIM KI SER  Thank you, M. Baker. Nothing further
of this witness at this tinme, M. Chairnman.

BENNY WAMPLER: Any questions of this witness from

Menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

MARTI N P. PUSKAR

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
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QUESTI ONS BY MR KI SER

Q M. Puskar, if you could again state your
nanme for Board, who you are enployed by and in what capacity.

A Martin P. Puskar, Senior Petrol eum Engi neer
wi th Equitabl e Production Conpany.

Q And your responsibilities do include the
| and i nvol ved here and in the surroundi ng area?

A Yes.

Q And you’ve testified previously that the

total depth of the well under the plan of devel opnent is

4,950 feet?
A Yes.
Q Ckay. |Is the applicant requesting that the

force pooling of conventional gas reserves to include the
design...not only the designated formations, but any other
formations excl uding coal formations which may be between
those formations designated fromthe surface to the total
depth drill ed?

A Yes.

Q And you’ve testified previously during the
hearing on the | ocation exception that the estimated reserves
for the life of the unit are 650, 000,000 cubic feet, is that

correct?
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A Correct. Yes.

Q Now, are you famliar with the costs for the
proposed well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A Yes, it has.

Q Was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs for the
proposed well under the plan of devel opnent?

A Yes, it does.

Q Coul d you state for the Board at this tine
both the dry hole costs and conpleted well costs are?

A The dry hole costs are $142,265. The
conpl eted well costs are $263, 015.

Q And do these costs anticipate a nultiple
conpl eti on?

A Yes, they do.

Q Does AFE i nclude a reasonabl e charge for
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supervi si on?

A Yes, it does.

Q M. Puskar, in your professional opinion
will the granting of this application be in the best interest
of conservation, the prevention of waste and the protection
of correlative rights?

A Yes, it does.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Wbul d you address the...wth

whi chever wi tness, the overlap areas how you plan to pay in
t hose?
JIMKISER M. Baker, do you want to answer that?

DENNI S R BAKER: They’1l be paid on each individual

unit based on their share of contribution to the unit.

BENNY WAMPLER: So, in that area where they’re

over | apped, are you paying themtw ce?

DENNI S R BAKER: Yeah, for each unit. Yes.

JI M KI SER Yes.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?
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JIMKI SER: Mr. Chairman, we’d ask that the
application be approved as submtted

MAX LEWS: | make a notion that we approve the
application as presented.

MASON BRENT: Second.

BENNY WAMPLER: Motion and second. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

JI'M KI SER  Thank you.
BENNY WAMPLER: Before the Board lifts off here. A

couple of things. One, | want to go back and reopen the
first item on the agenda. We’ve got the issue of the Board
orders that apparently are ordering paynents into First
Virginia. And, | guess, what we...what we probably need is
Board approval to namke that conversion in whatever fashion we
need to. In other words, we’ll have to have discussions with
both and have a easy transition here hopefully over a period

of time and have your authorization...I’'m requesting your
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aut horization for us to nmake that an orderly transfer as we
need to of the existing as well as the new ones com ng on
depending on...we may even have to extend the current
contract. You know, it just depends on what our discussions
lead us to. We want to be reasonable with both parties in
the transition.

CLYDE KING | so nove.

MAX LEWS: | second that.
BENNY WAMPLER: It has been seconded. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER. All in favor, say yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: Thank you. And finally our

next...the Decenber Board hearing is on a Wed...on Tuesday.
Ckay. And that Decenber Board hearing is the 21st of
Decenber, the week of Christmas. |Is that going to be a
problem for anyone? I'm just seeing now because that’s the
only opportunity...do you want to nove it up a week i s what
was asking, for the week...for the week of the 14th?

MAX LEWS: I’'d say it would be better.
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1 MASON BRENT: That woul d be great if we could nove

it up.
MAX LEWS: | believe it woul d.

BENNY WAMPLER: | nean, we can do it if we do it

MAX LEWS: 1I’d like to put that in a form of a
notion that we nove it up to the 14th.

BENNY WAMPLER: To 14...to Tuesday the 14th?

2
3
4
5 now. If we wait until next month, we can’t.
6
7
8
9

MAX LEW S: Uh- huh.

10 CLYDE KING O Decenber?

11 BENNY WAMPLER: OF Decenber ?

12 MAX LEW S: Yeah, | believe it would be a | ot
13 better.

14 BENNY WAMPLER: | have a notion to do that.

15 CLYDE KI NG Second.

16 BENNY WAMPLER. Motion and second. Any further

17 di scussi on?

18 (No audi bl e response.)

19 BENNY WAMPLER: All in favor, signify by saying yes.
20 (Al nmenbers signify yes.)

21 BENNY WAMPLER: Thank you. It will be the 14th of
22 Decenber.

23 CLYDE KING Now, will Novenber be on a Wednesday?
24
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BENNY WAMPLER: Novenber will be Wdnesday, yes.

The 17th. Anything further?
(No audi bl e response.)

BENNY WAMPLER: Not hi ng further.

MAX LEW S: Let’s get out of here.

BENNY WAMPLER: We’re closed. Thank you.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
f oregoi ng proceedi ng was recorded by ne on a tape recording
machi ne and | ater reduced to typewitten form under ny
supervision; that | was duly sworn by the Court to accurately
and correctly take down and transcri be the said proceedi ngs;
that the foregoing is a true and correct transcript of the
sai d proceedings; that | amneither Counsel for nor related
to any of the parties hereto and have no interest in the
mat t er what soever.

G ven under ny hand and sealed on this the 28th day
of Cctober, 1999.

NOTARY PUBLI C
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